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Economic

U.S, 1,4,

A * ST.ATUS

Subordinatioﬁ to_ MOSCOW F
l. U.S;I.A. is an independent commgrcial organisation‘

' F : ) .
directly responsible to the "Central Administration of Soviet
~ Property Abréad" in KOSCOW, Only in ma&ters of local and
\
minor 1mportance is it 1n any wny subordinate to the Sov1et

Mllltary and Polltlcal Authorities in Au%trla.

2. TheTMOSCOW Central Administration" exercises its
autnority ovér U.8.I.A. by the following means:- .
a) Pollcy directives are sent %egularly to U.S. L.

| probably via the U,S5.S.R. E%bassy in VIBNNA.
b) ‘Senior officials from NOSCO% also visit JIENNA
:from time to time,  Thus, in 1951, a certain |
'NIKANOROW (fnu), who appeared to be a man of
‘considerable importance in 'the "Central Admini-

‘stration", visited VIENNA gor'several weeks.
?He was followed at the end:of 1951 by anotner |
'MOSCOW envoy (name unknown), who spent close on
|51x months investigating t%e entlre U.S.I.4. set-
|up on the spot.
c) ‘Senior U.S.I.A. officials ére constantly belng |
|recalled to MOSCéOW for congultatlon and brleflng.
d): Once or twice a year strlct and eff1c1ent controis
clof U8, I.4.'s activities age carried out by i
| epecial inspectors from mogcow A !
e)\ Occa51on91 telegrams en clalr" are excha ged
. between the "Central Admlnlstratlon" and U.s &‘nt, 1:
- || via the normal postal chanqels concernlng curgeht

! . o ‘
| commerciai transe ctio o
| QEC {" T f‘gé,.-,;'l‘ Ry | Pela‘tlonS{
|"¢ < i A i

; { 'i % ‘{ | ' ]
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Relations with U,S,I.G.
3. U.8.I.A, has no direct rflatlons to-day with U.u.f G.,

its sister organisation in the D.D.R. %hlch is also dlrectly
subordinate to the MOSCOW "Central Admlrlstratlon" Untli
1947 it entered into direct barter agreements with U.S.I. G
Since 1947 tnese agreements have been cgncluded within the_
framnework of global barter agreements between U.S.IT.A. and
the D,D.R,, under which the D.D.R. Forelgn Trade uuthorltles
have the sole right to issue, or w1thhold the necessary 1mport
aind export licences, In practice llcences are very seldom
withheld in respect of U,8.I,../U.S.I. G trade, and always
granted in the end if U,3.1.G. exer01ses the necessary preésure
+
Relations with the Soviet Military Authbrities in VIENNA |
4, The Soviet iilitary Authorltles in VIENEA have & .
certain contempt for their "conmer01al” colleagues in U,S, f A

However, outward relations arc strlctly corrcct, OfflClai
liaison is maintained via the heads of thc Economic Departmunt

in the Hotel Imperial, VILNNA, and of the Commercial Dcpar%—

ment of U.8.I.4.'s Central “dmlnlstratlon (CA) in the Trat{nerhoi
At present the latter is Konstantin G. BORONOW who is however

on leave in the U,S.S.R., and who may not return to Austrla.
There is also continuous unofficial llglson between the senlor

|
U.8.I,A, officials and thelr military colleagues of the Soviet

High Commission, ‘
Relations with thc Soviet Political Autlorltles in VIENNA j

5. - There is no permanent liaison %etween U,S.1.4. and

the Soviet Political Authorities in VIENNA. However, the‘
latter have a certain authority over U, S I.A, in local polltlcal
matters, and will issue directives to tae Dlrector-Genﬁfal‘of

U.5.I,A., KRIBOSCHEIN (fnu), concerqlng such matters as local
\

strikes, demonstrations, propaganda llnes etc. These
instructions arc handed on immediately to thae Cultural Depart—

ment of U,S.I.A., which moved recently 1rom the Trattncrbof to
Gusshausstrasso 30, and which deals w1tn all propaganda matters. é{

%\ The/
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The senior Austrian official of this Cultural Department is
| \

STUCKLER (fnu), the former official liaison officer between
U.S.I... Bnd the KPOE. | -
} |
|

Means of Communication w1th the Satelllte Countries

6. The D.D.R. Until recently communications between
U.S.I.A. and the D.,D.R. (including U.S.I.a.) were effected
‘ |

by the normal post. This meant that ali communications were

subjected to the VIENNA censorship. Tt also resulted in at
least one in every five letters going astray. The suggestlon
that communications should be maintained ‘via MOSCOW was enerL
getically turned down by the Soviet Dlrector—General of U.S. & A
on the grounds that an even greater percentage of the communl-
cetions would go astray in ¥OSCOW, where ‘bureaucratic OfflClalS,
not understanding the nature of them, would consider it thelr
duty to hold them back, 0f the two ev1ls the normal postal
service was considered the less. “ttempts were then made to

L

enlist the co-operation of the Czechs w1%q g view to using the

Gzech diplomatic bag from BERLIF via PR‘GUE to VIENNA. How-

ever, the Czechs refused to co-operate. finally U.S.I.4. |
menaged to obtain the assistance of the $OV1et Military Autho-
rities in VIENNA and, for the past six nontqs, there has been
a. regular weekly military courier serv1ce between VIENNA and

the D.D.R, available to U.S.I.A.

T ¢.S.R, and Hungary. The U.3.I.A. Central Commercial

Bureau (CCB) has had a tcleprinter service with PRAGUE and

BUDAPEST for the past year. Attempts to establish 51m11ar‘

services with BERLIN and BUCHAREST have to date falled Con—

siderable dlfflculty was experienced in establlshlng th |

BUDAPEST service as U.S.I.A.'s rival INTRAC (see below) trled

| \
to prevent U.5.I.i. from obtaining the BUD&P‘ST nunbers, with

\
g view to ensuring that all communlcatloﬂs between U,3.I.A,

and BUDALPEST were effected via INTRxC. 'Finally U.3.I.A. was

obliged to send its own eanvoy to BUDAPEST to obtain the numbers

on the spot. RelathTS/

! |
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Relations with the KPOE ;
: \
8, Relations between U,5.1.A. and the KPOD are anything
but good. The senior Soviet U,S, I.l. officials have the

utmost cortempt for the local KPOE offlclals, and do th?lr

utmost to disassociate themsclves 1rpm them, They res?nt

the latters' attempts to give them advice (on such matt?rs
as the choice of fustrian personnel for U.S.I.A., propaganda,
etc), and are particularly averse to their obtaining an¥

insight into their activities,

Liaison , |

9. Liaison between U,3.I.4A, an§ the KPOE is maint%ined

by a special KPOE official who has his office in the Tr%ttnerhof.
Until lst July, 1952, this post was filled by STUCKLER (fnu)

the new Austrian director of the Culﬁural Department. ‘It is

to-day held by ViIDA (fnu).

freeing of KPOE Imports |
10. In practice the main task of this KPOE liaison
official is to obtain, via U.S.I.A.,:the free import of Fll

) i
goods ordered from abroad by the KPOE and/or GLOBUS. U S.I.4A,
automatically "frees" such imports, 1ts Dlrector-aeneral signing

the necessary authority as a matter of course, The KPOF and
GLOZUS import in this way malﬂly prlntlng presses, fllms etc.
from the D.D,R. ALt one time tiie K3QE imported a number‘of

cars, but this has now stopped, .I.A, charged a comn1331on
for "freeing" the cars, but otherw1se does not charge coPm1831ons

on KPOE and GLOBUS imports. These 1mports are, 1nc¢denFally,
kept strictly secret.

New KPOE Printing Press

11, The imported printing presse% are required for 2 new

RPOE printing press at BADEN near VIEFNA, which is belng equipped
wita the most modern machinery. The[Sov1et Military uuthorltlcs
ere interested in this printing pressf and there is alreﬁdy a |
certain conflict between them and the KPOE cornicerning its use. 11

KPQE/
Declassifiéd in Part - Sanitized Copy Approved for Release 2012/08/31 : CIA-RDP83-00415R013400020007-3 = | l
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KPOE Cell in the CCB
12, There is a KPOE cell in the Central Commercial
Burecau of U.S.I.Ah,, to which about 22 out of the total 8l

Austrian employees belong. (In practice U.S.I.4. does not

insist upon employing exclusively Communists). Fead of the
OCB KPOE cell is a Dr., LOEWY (fnu) from the "Konjunktur-burecu

(Market Research Burcau). Other active members of the cell

include:- ‘ |
Franz JAKL, the "HausVerWaltér" ( ndministrator of the
' Bul}dlng)
Friedrich BISCHER, uSSlstant to the Lustrian Commercial
Director,

The Konjunktur-Bureau ; ‘

13. ~ The "Konjunktur-iureau' (Market Research Bureau), t
which Dr. LOEWY, head of the CCB KPOE cell, belongs, is e
centre of Soviet economic espilonage agalnst Western Austria.
The Sureau is completely isolated from the rest of the CCB.
Tt has a picked staff of economic expe&ts chosen for (inter
alia) their excellent contacts with West Austrian industry.
Its staff includes:- !

-

Dr, LOEBEWY

FIALKA (fnu), who worked for 10-15 years with SC?OLLLun—

BAYER, a former Nazi BLECKMANT
ALLENBUCHL

Frl. POLLAK, secretary.
The Bureau gathers the most detailed and accurate information
on Austrian economy, including detailed reports on the various
branches of Austrian industry; on the situations prevailing in
West Austrian factaries, etc., the orders on whicn they are
working, their raw material and other problems, labour con-
ditions, etc.; on imerican sconomic policy in Austria, the
effects of it, the official Austrian reaction to it, etc., etc.
At least once a month the Bureau brings out its own report,
based on the information collected,  This report 1is soine 50-60
pages long, and is now produced only in Russian, although
carlier therc used to be a Geriman translation, The reports
have a distribution of approximately 40 copies, of whicih several
go to MOSCOW, The only persons 1n;the CCB who are on the '8
: distribution/
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~distribution list are the Dlrﬂctor-General his Deputy, and
the Head Accountant (a Russian named SPAK). Formerly the
Austrian Commercial Director, Dr. Alfred HUTSCHNECKER, used
to receive a copy, but this is no longer allowed,

B. INTRAC

The most interesting aspect of U.S.I A /KPOL
relations is the connection between U.5.I,A, and INTRAC
Its Function. Personalities, etc.lz L
14, INTRAC, which belongs to, and is controlled by, the
KPOE, exists solely to earn funds for the KPOE by means of its
trading activities, All IFTRAC proflts are paid over to the
KPOE, Every day the monies at th¢ firm's disposal (except

for a small sur to cover working expenses) are taken by car

to an unknown destination where they are made available to
the KPCE, (U.8.1.4A, itself never makes payments to the KPOD),

|

15, The most important personélities behind INTRAC are:-

a) Paul KESSLER who, altnougn officially only Chief
of Personnel, is the real "éminence grlse" de

is a convinced Commun%st |
b) Stephan KAULWANH, the§V1ce-President of OEZEG.
¢) Jen8 DESSER, |
The others, including FUERST, are of little 1mportance.
Recently FUERST has been partlclpatlrg in conferences between
- INTR.C and U.S.I JA., a fact wrich led to the Soviet Dl;ector-
General enquiring into the 1dent1ty of "the stranger". e

INTRAC official enjoys the confldence of the Soviet U S.I.4A,
officials,

16, INTRAC employs permanent representatlves in various
West BEuropean countries. These 1n?lude STERN of the AIGLO-
AUSTRIAN TR.DI#G CO. in LONDOY, and Erich BIRNBACH and Kurt
BETTELIEIY of the HOBRO set- -up in ZDRICH and the MERC“MTA set-
up in BRUSSEL

™o e "*""‘ﬁ‘?
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Relations between U,3.I.4. and IHTRAC
17. The relations between U.S S .T.A. and INTR.AC have always

been extremely bad, and therc have becb incessant fichts‘between
therni, Added to the existing ent*pauhy of the U.S.I.A. Soviet
personnel <towards the XPCE ies the f= :ct that in many respaéts
IJTR.C is a serious business rival to u S.I.4.. The Deputy
Director-General of the U.S.I.4i. CCEB, aergel Petrovitch
AWDEJEW, who is at present on leave in MOSCOW®, has always been
particularly opposed to INTRLC. AWDHoEW inherited his dislike
of INTR..C from his predécessor? Sergei DETROVITCH 0SSIPOW .,
The more important reasons wWhy U‘S.I.A. is opposed to close
collaboration with IuTR.C are:i- | |
g) U.S.I.n. can earn more 1f it works together with
small Austrian “ucurre01s” firms, |
b) close collaboraticn ﬂluh[IﬂTR .C would mean the
latter, {znd thereiore the ZPOE) obtaining 1n51ght
into U.Z . I,L.79 9ctivitiés, |
The only interest which iac Sovietls nove in collaboratioﬁ is
the fact that I.TRAC is sometimes abl% 4o assist in the dis-
posal of the goods, which U A reéeives as barter from its

Satellite customers, on the ustrian Lome market.

18. Relations between the two were so bad that at the end
of 1951 INTR.AC appealed to the (}eﬂe“a“| Secretariat of the KPOE
for assistance in improving =ne 51tu1110n. The General
Secretariat thercupon sent a strong protcst 1o MOSCOW, p01nting
out that U,S.I.A. used other Fivus, 61v1n0 INTRAC little or no
business, and that as a result I5TRAC earned too little, "the

KPOE suffering from a corresponding ¢ock of funds.

19. MOSCOW replied by sending a spec1al commission Lo
VIEHNNA to investigate the situation on the spot. This investi-
gation resulted in & victory for the Sov1et U.s.T.4. off1c1als
who were able to defend their attluude by proving that INTR.C

was unreliable, did not fulfil its b isstios, was 1ncompetent

ec. Despite/ ‘0

, b
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20, Despite the outcome of this investigation the fight
continued until finally Paul KEoSLgR persuaded the Gen%ral
Secretariat of the KPOE to send athhor protest to MOSCOW.
This was successful, and MOSCOW has now issued instruations
that U,S5.1.4, must give INTRAC preferential treatmentj These
instructions, which reached VIENK A,about March, 1952, ‘were 1e)
forcefully worded thet the Soviet U S.I.A, officials have

been obliged to act on then. But they do so with Ofreat
reluctance, still regarding INTRAC as a rival, and also with

, |
the o0ld suspicion and mistrust,

21, The Soviet U.S.I..L. Off101als believe that INTRLC
will not retain this prefecrential p051ulon vis-a-vis d S. 1.0,
for long. INTRAC is making the mlstuke of trying to exploit
it too much, ty attaching condltlons to 1its transactléns which
earn it more profits, but which are btrongly opposed to U,3.I.A.
interests. Thus, it insists tbat its own forwardlng‘agents,
LXPRESS, should be used zs forwardeLs sometimes even‘as
recipient of the purchase price. Thlc over-zeglous exp101—
tation of the privileged position wq1ch it has won, c&lened
with the inefficiency and 1nexper1ence of its OfIlClalS will
probably in time give the Soviet U S.I.A, officials t?e emmu-—

nition with which to shoot down tnglr trading rival,
|

H
}

Fastern Procurement Agent % i '
22, One result of INTRAC's victory over U.S.I.A. is that

Lctivities of INTR,.C

it has acquired to-day a monopoly ?osition in the delivory,

. . .
via U,3,I.A., of non-ferrous metals from, or via Austria, to
the East. |

23. It should be stressed herc that in principle U,S.I.A.

neither buys itself, nor assists o{hers to buy, raw materials

for the East. The overall pollcy!of the Sovicts is éhat

U.S.I.4., exists to serve exclusively its own undertakﬂngs.

No such overall policy guides the act1v1tles of I “Rhé,!fhe “
erantT M"mh[ 1oqu/ |

& L‘H:f
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only purpose of which is to earn money for the XKPOE by

ergaging in as many remunerative deals as possible, Con-

| \
sequently I'TRAC is to-day actirg as a procurement agent of
raw materials on behalf of the Sateilites. Under the new

HCSCOW instructions U.S.T,A. 1is oullged to assist Iu PRAC

to play this réle by supplying the necessary export 1lcences.
In practice there are usually two contracts. I..LfRAC flrst
procures -‘the materials, and then resells to U.S5.T.A. wh}ch
delivers to the Bast., For these services U,S.I.A, charges

z R
NTRAC a commission of 5%, Formerly, before the new HOSCOW
i |
instructions, it charged 10%,
| N
Aluninium Deliveries to CSR
| |
24, INTRAC has started this new réle of procurement

agent by delivering aluminium from RAHS HOFEN to the Czecns.

Five hundred tons were delivered atitﬂe end of June, 1994

and another five hundred tons arc due for delivery. TFe
Poles are also trying to obtain E%NS HOFTN aluminium vie
INTRAC, but no definite agreement has vet been reaojed

.
Z -

25, The main intermediary used by INTRAC in +the Czech
aluminium deal was the notorious Czech procurenent avent
Josef CRELER of TR4CO. T, ZURIC”, whose VIENNA represeatatlve
is KAISER (fau). |

26, For its réle in providing ﬁhe necessary licencE for
the export of the first five hundred tons of aluminium to

\
the CSR, the U.5.I.A. CCB received a commnission of 1,200,000

\
Austrian Schillings, of Whlch it agreed to pay 400,000 to

IITRAC. It met this commitment by maklng ISTRAC acoepf
textiles bought by U.S.I.A. for 400, OOO Schllllngs buy which

INTRAC could sell for only about 186 , 000 SChlllln ZS.

s

E LI

27. . INTRAC, 51m11ar1y to (and %n rivalry w1th) U. S I.A.,
\
has very active trade relations with the East, and is indeed

| I
in many reSpects more successful thgn U.S.I.A, The reasons [
QF n’r""’!&“ PP\"TP“ ‘for/
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for this are:- | |
) INTRAC as an organ¢sat1ﬁn is far more nflexible™
than the "cumbersomet U.s.1.A,;
b) its officials are morb energetic, and aré always
travelling round in searoh of new buSLness,
¢) it is not bound to supoly U.S.I1.A. goods,{and

can therefore obtain bettnr quality goods vetter
‘ N

delivery terms, etc.

28, Port of this eastern trade is carried out quite
legally witain the framework of Austrlan trade agreements with
the East, payment beinrg effected over the Austrian clearing.
However, the greater part is to—doy effected via U.S.I.A.,

whaich alone can supply the necessary export licences.

Trade with tke D,D.R.

29. INTRAC has a global barter agreement with the D.D.R.
for the year 1952, the value of Wthu is estimated at 18 mllllon
dollars, The great part of this agreement is llkely to be
carried out via, and with the 3551stance of, U.S.I. A. Under

it IVTRLC is delivering con51derable quantities oI netals.
To date, nhowever, the deliveries have been very one-é;ded
IJTRAC doing most of them and receiving little or nothing in

return., ‘ |

30, For its D.D.R., INTRAC uées the VIEANA firm of WAGNER,
g new firm founded at the beginning of 1952, the directors of
which are Kurt MEIASSEL (Iormerlyvof MERX) and REILCI (fnu)

On the D,D,R, side tne contracting office is the DuuT)CJE

WARZE VERTRIEB (DWV), which is a subsidiary of DIA. A
trade between Austria and the D, D.R. must go over the Div,
which for all practicsl purposes is a D.D.R. Torm of INTRAC.
Tt is very closely associated with THTRAC, reorcsentatlves

of which sit permanently in its offices. DIA itself is no

longer competent in hAustrian/D.D.R. trade.

13

Trade/
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Trade with other Satellites ; ‘ ‘
31. Apart from its barter agreement with the D, D R
INTRAC has the closest trade relathns with the other SFtellltc
countries, These have been esvabllshed largely as the result

of INTRAC being appointed official representatlve of ,he

various Satellite monopoly trading companles. This faFt is
another point of friction with U.S. T4, '

32, IFTRAC is representative of almost all the Jungarlan
State Monopoly trading Concerns, of hundreds of D.D,R, Concernb
and of most of the Polish State uonopoLles. The Poles have
always been strong supporters of the "Party Line", and there—
fore had good relations with INTRAC, 90% of Polish cogl
deliveries to Austria are effected v1a IZTRAC, During‘the
1951 /52 winter, when there was an acute coal shortage ;n
Austria, the competent Austrian Mlnlstry even legallscd Pollsn/

INTRAC coal deals by subseguently 1ssu1ng import llcenc?s in

respect of coal delivered by the Polgs to ITR.C.
33, INTRAC buys considerable quantltleb of textlle? from
Hungery wiich, after importetion and "release'" by U.S, ITA"
are placed on the Austrian home mprket as U.S5.I.4, proaucts
The firm of ALTMANN of Salzgries 16, VIENNA, assists in thls
by disguising the origin of the textlles. ALTMANN wor#s very
closely with the L 'TEX Department of U.S.I.4A, Managlng
Director of the firm is Frau Dr. uELINE a sister of Frledl
FUERNSERG, the secretarv-general of the KPOE ‘

-,

24, On the other hand INTR.C's relatlons are not at all
good with the Czechs, who do not llke them and do not w%sh to
do business with them, Paul AESSLLR is always trying to
remedy this situation, travelling coastantly to PRAGUE, and
His

trying to bring Party prcssure to bear on the Czechs,
only success to date has beer to induce the Czechs to agree -
to the appointment of an INTR..C man, Dr., JELINEX, the orother~
in-law of the KPOE secretary-cenerel FUERNBERG, as a dlrector

? : of/ ’y

i

[P i Ja e i “ | on
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of OMIIPOL in VIENN.. However, since this appointment the
Czechs scarcely use OMNIPOL.

5. IETRAC also has close contacts with Roumania and
Bulgeria, but no very successful business ensues, It should
again be stressed that, in all except its Austrian clearing
deals with the Satellites, INTRAC is obliged to use U,S.I.A.
for its import and export licences, paying U.S.I.A. a 5%

(formerly 10%) commission.

¢. U,5.I.A./ELST BLOC TR.DE

The Present Main Function of the CCB

36, Ninety per cent of the activities of the U.S.I.A.
Central Commercial Bureau (CCB) are concentrated to-day on
trade between the U,S,I.,A, Concerns and the East Bloc.

37. This fact represents a radical change in the main
function of the CCB, which occurred in the summer of 1951,

| \
The Former Procurement Function
28. Theoretically the main functlons of the CCB %rc

twofold ;-

F
8) the sale of Soviet booty goods in Austria;

(There are still considerable quantities of these
which have not been realised, and still & special
department in the CCB to anl with them, )

b)  the handling of the entlre foreign trade of U.9 Lk

39, Originally the CCB 1nterpreted 1ts foreign trade
function as buying raw naterials r%qulred by the U.S. I.“,
Concerns abroad, and particularly in the West, The CFB acted
s a central buying agency on behalf of the Concerns, and in
particular bought large quantities of copper, lead, ete.:ln
the West,
o
40, Simultaneously MOSCOW has been pre351pg for the past ‘13/

et qreTRaL theoe/
: ‘ Hooo opiraly hady o
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three and a half years for an 1rtenmlf109tlon of trade b?tWOCi
U.S.I.4. and the Eagt Bloc, and has 1soued constant warnlqgs

end threats concerning the fazilure to carry out this function,
| |

i

41, The reasons for the *zilure pi the CCI to carry out
this function until the sunmer of 1951 are varied, rlr%t
there were the difficulties encourtered in negotiating w1th
the Fast Bloc trade representatives who with the excentlon .
of the Poles, have always been most unoo -operative, Secordly,
there was the importance attached by the CCB to its role as
central procurement agent of essentlal raw materials, the

fact that it then had the financial m@ans to carry out thls
procurement réle and, mos+ important, the further fact trat
Western controls did not then make thq fulfilment of thls rdle

impracticable, .

Reasons for the Changz of Function

Efficacy of Western Controls

42, The reasons for the radical éhange which took placo
during the summer of 1951, are again varled Constant pressurc
from MOSCOW to intensify eastern trade playod a part, as did
the fact that the CCB was owed vast aqounts by the U S._.L.
Concerns and did not have the monics ﬁo buy raw mauerlals.
However, the decisive factor was the grow1ng efficacy of wogu—
ern controls, which gradually renaered the procurement functlop
impracticable, It recached a point wrere 90% of the procurement

“deals concluded by the CCB turned out to be "Luftgeschézte"

with corresponding losses of time, monles energies, and the
failure to procure the essential goods. Since the beglnnlng
of 1952 the CCB has bought no raw materlals whatsoever in the
West on behalf of the U.3.I.A. Concernp It has indeed gom—
pletely given up its procurement functlon in favour of th?

‘negotiation and exccution of global barter agreements with the

Satellite . i ]
te countries | Reorganisation/

| ‘ ;(ﬂ

. Lol
R L I VRS o B
S SRR 1R
I . -

!

I
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Reorganisation of the CCB i
" 43, With this change in the main function of the CCE there

were corresponding changes in persohnel and organisation. A

~ large number of young Soviet commeﬂcial experts (in fact most
of them are little more than students with MOSCOW commercial
treining) were drafted to the CCB,land individual departments
were set up for each of the Satellite countries. The senior
personnel of these departments norﬂally consisted of two of
the young Soviet commercial experté, but recently a third
Austrian official has been assigned to most of the depart-
mentsy There is no U.S5.S.R. Depaftment. However, VvVery
recently, a certain DEMIDOW (fnu),'who formerly worked with
the D.D.R. Department, has been rehoved to a special office,

1 . | .
where he works alone exclusively on Soviet ordeirs. ‘

U.S.1.A,/Satcllite Barter Agreemen%s

| | |

44, These young Soviel officigls immediately embarked upon

intensive negotiations with each of the Satellites, as a resuld

of which global barter agreements Yave now been concluded with
81l of them, | : \

. i ;

Secrecy of the Agreements

45, - These agreements, in Ruséian language with no trans-
lations, are regarded as highly sécret, and are kept in safes
which are sealed every night. The main reason for this secrecy
is the fear that the Austrians, who also have thdr official
trade agreements with the Satellites, might get to know the
details of the U.S.I.A, agreements, and use these when negotiat-

ing their own agrcements., There is also the natural desire to

keep the contents of the agrecements from the West.

Method of Negotiation
46, In the negotiation of the agreements the CCB appears
to have full and independent authority. It is not known that

instructions are received from MOSCOW, nor thet the agreements

heve to fit in with any gencral East Bloc trading policy and !
plans/
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plans. The CCB negotistors are merely concerned to dispose

of U,5.1.4, finished products on the nost favourable terms,

and to receive in exchange raw .materials reguired by the U.3.I...

Concerns and other goods whici the CCB can sell for cash on the

Austrian home market.  The CCB obtains full particulars of
‘o available U.,S.I.A. finished vroducts from the U.S.I.A. Central
Admiristration (CA) while it is usually informed directly by
the Concerns of their raw material requirements.,

| |

47, The agreements are negotiated in VIENNA. At Fle
negotiations the CCB is usually represented by its Deputy
Director-General, S. P, AWDEJEW, and the Soviet head ofithe
Satellite Department concerned, Austrian employees of:these
departments are no longer allowed to attend. On the SFtellite
side, the representative is normally the commercial atthhé in

VIENTA. . |
48, Throughout t:c nego,lh+¢upa the CCB keeps the CA fully .
- informed of the course which they gﬂc taking, while the

Satellite commercial attachés ravularLJ report home 9nd regucst
instructions. The agreements, when finally egreed u]d 51"ned
by tae CCB and Satellite GCrCSGFLmthvo9 always contaln a
clause to the effect that they are condltlonal upon ratlfl—
cation by the Director-General of thr c U.5. 1.1, CA on tn? one
side, and the Satellite ¥iniszry of rozelgr Trade on tV? other,
The ratification by the Director- Cero;ql of the CA is g mere

|
formality, and is normally obtained w1th1n a matter of Qours.

There is no question of se¢nding the agruemonts back 9 uOSCOW

for approval, | |

" i . i

49, Occasionally if the Satellltes insist upon re031v1ng
"~ goods which U.S,T.A, cannot supply, the CCB wili obtain these
goods from the U,S.S.R, or some othcr Satellite., qowoxer,
U.5.T.4, no longer supplies goods ob?alned from non—U.STI.A.
aAustrian Concerns, although it souetimes resorted tolthﬁs

vractice formerly. E ion/
‘ Xecution

|
i

4 .

[ ' ‘

i

|
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Exccution of the Agreements
50. Once the global agreemontu[have been signed, their
execution depends or demsnds made to the CCB wy the Satellites

or the U,3,I..L. Concerns, Thus, 1% Poland puts in a demand

I
for electrical equipment covered by the U. S.I. “./Polnsn 2grec-

ment, the CCB will place en order Igr the equipment w1t1 the

U.S.7.... Concern which maﬂufacturcs it, entering into a con-
tract with the Concern and itself pwylng tne Concern for the
goods, Similarly, if a U.S.I... Céncern asks the CCB 'for

zinc sheets, tihe CCB will obtain the zinc from Poland under thc
U.S.I.A./Polish agreement, and thcn;sell it to the Conéern.
There is no question of Poland dellverlng its quota of zinc
under the agreement to the CCB, Pnd the latter then distribut-
ing it to the U.S.I... Concerns accordlpé to certain prlorltleo.
The CCB will not obtain the zinc untll it has rcceived a firm

request for it from a Concern and entered into a coatrect o
l |

!
I

supply it.

Disposal of U.S.I.i, Barter Goods on the Justrian liarket

R l . ‘
51. The barter goods which the CCB recelves from the
A . L,
Satellites, and which arc not requlred by the U.S.I.i. Concerns,

used to be sold to various Austrlnn firms, who disposeé of
themn on the Austrian home market. | The most 1mportant of
these intermediaries werce the VIﬁNJd firms of ALTM.NN (text les)
SCUUSS, and 1U.DER (typewriters, etg ). These three flrns
would take over large quantities of U.S5.I.4.'s barter goods

" while numerous other firms took smgll quantities. Wltb time,
however, the Austrian Authorities ! [avu taken action agalnst
tiiese firms (for buying up goods 1{norted into “ustrla without
import licences and seeking to sell them on the ome market
s Lustrian nroducts), in sevcral éases confiscating tle goods.

In these circumstances the CCB nowkusually sells its barter
|

U,.S.I.., Exports and Austrian Trade Returns ‘
52. - None of the U.S.I.4. exPorts and imports under ‘these

global/
101 A
8/31 -
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global barter agreements with the East figure in the Austrian
trade returns. On the otuer hand, a certain number of UL ,3.I.A,
Concerrs export directly to Eastern customers via the Austrian
clearing, and outside the U.S.I.A. barter agreements. Such

exports do appear in the Austrian trade returns,

Relations with Satellite Trade Representatives

53. As indicated above, the greatest difficulties are
experienced with the Satellite commercial attachés in the
negotiation of the global barter agrcements. The only excep-
tion is with the Poles, with whom relations have always bLeen
the easiest and most successful. The reason for this is that
the Poles have always shown greater "political understanding®.
In practice this means that fhey are prepared to work together
with U.S.I.A. for political reasors, even though 1t is against
their commercial interests to do so - 1i.e. théy will buy at
dearer prices from U.S.I.A. instead oif at cheaper prices from
outside Ausitrian firms. The other Satellite trade representa-
tives have not sown this "political understanding", placing
commercial interests first, and preferring “to buy cheaper from

outside Austrian firms.

54 . Particular offenders in this respect have been the
Roumanians. At the instigation of U,S.I.A. the former lLoumanian
trade representative in VIENNA was removed, However, his
successor is no more co-operative, Almost as difficult are
the Hungarians, Czechs and Bulgarians. Relations with jhe
Czechs are not improved by thQAfact that their local trade
representative, SCYWED/R (fnu), is a young workman, who under-
stands nothing about trade and must refer everything to FRAGUE.
The Hungarién representative, SOLTI (fnu), a conceited little
Jewish accountant, is also extremely difficult. The Pole,
HAENDLER (fnu), is the only "reasonable’ representative,

55. The lack of co-operation by the Satellite representa-

tives is reflectdd in the protracted negotiations, at which they

Jd
e . refuse/ 2
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refuse to discuss, much less conc1u4e, new agreehents ugtgl
differences connected with past deals have been settled to
, their satisfaction, | { ;

‘ ! 1

Priority Treafment t ‘( ,
56 . It appears that the D.D.R. enjoys priority over the ~
other Satellites in its trading relations with U.S.I.A, This
is reflected in frequent statementsiby senior Soviet U.S,.I.A.
officials to the effect that™hne D.D.R. is our most important
trading psrtner", and in repeated éxpressibns of disappointment
at the small volume of the U,5.I.A./D.D.R. global barter agree-
ment, Furthieraore, the CCB D.D.R. Department is larger than
the other Satellite departments, ahd has two (instead of one)
Austrian "Referents', ' |
» | }
| |
57. The present agreement has a volume of 5-6 million
dollars (at the 21,36 rate of exchange), as opposed to the
18 million dollar INTRAC/D.D.R. agrecment. It was concluded
in March/April, 1952, after protracted and difficult negotia-
tions, The main difficulty was that U,S.I,A. was in default

The Present Agreemert

under the previous agreement, as a result of the inability of
U.5.I... Concerns to fulfil their commitments, Finally, the
balance owing to the D.D,R, under the old agreement, about

$400,000, was carried forward into the new agreement.

58. The agreement is divided into two parts: tie first
end larger deals with the requirements and barter products of
U.5.1.G. and its Concerns, the second with those of the D.D.R,
Concerns, The recent return of some 60 U.S.I.G. Concerns to
the D.D.R. has given rise to innumerable accounting and other
problems. A U8, 1,4, official is at present in the D,D.R,.

trying to sort out these complications.

59. The manner in which the lelSlOn of the agreement is

aedhered/ 52/
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adhered to in practice (as a2lso the relations existing between
U.5,I,A, and U,$,I.G,) is indicated by the fact that U.S.I.G.
refuses to deliver to U,S.I.A. until it has obtained from the-
latter an equivalent amount of goods requ red by its own Con~-
cerns, In other words, there is no offsettlng of U.S.I.G.
deliveries against U,S.I A, dellverles to t=e D,D.R. Concerns.

60. " Under the present agreement U,.S5.I.A. is delivering

to the D,D,R, various %hard" goods, i first priority is

steel rope for WISMUDY A.G. manufactqred by the EGYDIEBR and
YBBS Steel Works. Other U.3.I... dellverles include all tywes
0f piping, metals, etc, In return u S.I.4, obtains mainly
chemicals, photographic articles, typpwrlters, calculatirg '
machines, etc, ‘
61, Formerly U.S.I.A. obtained goods for the D.D.R, from
such non-U,S8,I,A, firms as SCI0ELLER %LECKJANN. As 1ndicated
above tais practice has now ceased, and it delivers excluysively
U.S.I.4, goods,

|
|
|
i
|
i

62. During the first four months of the prcsent agreeaent
U.S.I.A, has delivered goods to tie vglue of $800,000 (15 million
Schillings) to the D.D R.,, and received nothing in return,

This is one of the factors Tesponsible for tie present acute
schilling shortage,

i
i
: I

WISKUTH A.G., ; i

63. Until 1952 U.3,I.A. entered into direct agreements

with WISKUTH A,G, in addition to the global D.D.R, barter agree-
ments, In 1951 WISNUTH A.G. bought goods to0 a value of 120

. million scn11¢1ﬂvs from U.S.I. 4, The;e goods were paid for in

cash, WIS#UTH arranging for the transfgr of the schillings to t-e
Soviet Military Bank in VIENNA via MOSCOW. ‘
| .
64, As these agreements were a very welcome source of schil-
lings for U,S.I Jhe, the latter nas tr¢¢d every means to conclude
an agreement for 1952, :;+owgv?r WISJU$? 1as turned down tﬂnse 02_2
e g overtures/
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i
overtures on the grounds that it has no further Austria

schilling funds.

65. Under the 1951 U.S.I.A./WI%MUTH agreement, U, S.L,.
delivered millions of metres of inswlated wire, bell wlfe
special acid-resisting wire, special cables, small locomotives
(secondhand), special electric ﬂotors (proof against short-
circuiting from rain andé llghtnlng), several hundredfone of
.nails (a very important article), sﬁop watoges barrac?e

stoves, etc.

66, To carry out this agreement, U,S.I.A, enllsted the
services -of the notorious dlSLGRUDER who procured some of the
goods (particularly the special electrlc motors) from nestern
Germany. HASLGRUBER also used to dFal direct with NIS‘DIH AT,
negotiating personally with Dlreotor General SALIAIIOW $before
his defection) and later with his sufcessor Colonel »YRIOW

He delivered various goods 1nolud1ng large quantities Ol copper
and copper wire, During 1950/51 U, S I.A, transacited deals to

& value of 150 million schillings w1th 1aSLGRUEER, most‘ol the

goods being delivered to WISMUTH.

67, Since 1951 the U.S.I.4. CCB'has ceased dealing with
HASLGRUEB'R, Serious rows arose bet?een them as a resqlt of
EASLGRULER defaulting on two oontraots for the delivery of 1,000
tons ¢ copper and 1,000 tons of lead and being extr emely
reluctant to pay the penaltiec for default which the oowtracts
envisaged, de furt“er fell into dlﬁfavour with U,S.I A for
supplying inferior quality goods - 1n particular tool JOlnts for
the SV, i
|

68. However JASLGRUBER is still in with the Soviets., At
the moment he is setting up and equlpplng a large rolllng—mlll
in the Soviet Zone which, wnen completed he has arranged to

l

place at the disposal of the oov1ets.

| wcm coyTant 1
| B ke iy

|
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Poland
69, As indicated above trade relations between U.s.1..4.

and Poland are good. U.5.T.A, supplies Poland with OSEAM

lamps anc other goods for the electrical industry, with cranes
(manufactured by the WIENER BRUC&DF“"U) and other harbour equip-
ment (WAGHER-BIRO). It obtains in return coal, zinc, industrial
Spirit, and some chemicals. It has considerable difficulty in
disposing of the spirit on the austrign home market as the
AJustrian Government has g monopoly in reSpect of this com@odlty

Hungary

70. Relations with Hungary have elWeys been bad, Eungary
insists on supplying barter goods WﬂLCh U.3.1.A, has the greatest
difficulty in selling (tinned foods, etc.). The quality of

‘ Hungarien goods is also very bad, Fu?thermofe, there have been
undoubted cases of sabotage on the Hungarian side - e.g. sub-
Stitution of stones, tiles, etc. for goods ordered.

71. Hungary delivers mainly products of the light industry
electric meters, sewing-machines, shoes, sweets, etc, It is
now delivering, with great reluctance, 2 certain quantity of
drawn steel pipes. The Hungarians re?elve from U.8.I.4,
important "harg" goods, and in particular machines, also some
chemicals, |
|
|

- ~ Czechoslovakia .
e , . |
M 72, Relations with Czechoslovakla are also bad., U,S,I,.,

supplies constructlonal ironwork and certaln chemicals, It
receives in return tyres (particularly for Austrian Fiat) and
boring equipment for the petroleum 1ndqstry, formerly obtained
with the gregtest difficulty from the West, In 1951 the (3R
supplied the entire SyV requlrcments of casings, tubing, pipe
line and tool joints. It is believed that the 1952 reculTempnts

PERPET W!‘”'"w( e/
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are also covered in the new (prescnt) agreement, he CSR

also delivers diesel antors fer oo.Tlnb equinment maauﬁactured

by MANNESLANI -TR.LUZh.. Tiizse, bomcver are of 1nfer%or

quality to the motors prew rioucly procurcd in the Weat Further
Czech deliveries include large cuaatltlea of liown mowqrs waich
are the causge of serious compet+)1or with the U.,S .;.n. firm of
HOFHIERR ¢ BHR.NT?Z, which manufact%res identical nach%nes.

However, the latter's protesis to jhe CCB have been in vein,

|
|

Roumenia :

73, Relations are most ansatlsfactory, and there 1s
virtually no exchange of goods, aespltc repeated attempts to
bring onc about, and the &ioual pgreemcnt 0w signed., ‘ The
nain reason is that the Rouwsnians Pr :fer, for commerc%al
reasons, to bypass U.3.I... and doal directly with cnegper
non-u.,5.I.4L, Austrian firms, oweye , U.S.I.A, dellv?rs boring
equip.aent, manufactured by LLATUEIL TJ—TRAU?L y for wiich the
CSR supplies the diesel motors. ’
|

.

Bulgaria

|

74, Relations are not satisfac?ory. In desperat;on U.S.T.4,

finally sold its 33 locomotives +o ﬁulgaria at a very cheap price
(estimated 1,300,000 Schillincs each). Tre sale was completed
in Larch, 1952, owever, U.S.I,A.‘reckons that it will take =2
good two years before the LulTarlans pay for them, T@is is
another factor contri iouting to U,S. I A.'s present schilling
shortage. U.S8.I.4, also delivers %arge quantities of potor v
lorries, menufactured by the OESTED 3 LICHISCIE AUTOMOBILFLERIK,
for whicih the CSR supplies the tyres. oulgaris, delivers many
thousands of tons of Pyrites to U,3.I.4,

|
™. before the U,S.I..4, locomotives were sold to Lulgaria,
the Turks werc very interested in +h em, but the Sov1ets refused
to sell on the grounds that the Lurkf were building ”strateglc

|

|

: . railwaysi/

| ;
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railways", and the Soviets had no wish to supply locbmotives
for them. The Soviets weire even more scared that the loco-
motives might find their way, via 1nte&med1ar1es, to Yugoslav1a.
It is a cardlnal point of Soviet pOlle to ensure that no U S.
- goods ever reach Yugoslavia, no matteé what the 01rcumstances.
The Soviets will immediately 1ntervene and stop deals, if they
suspect that Yugoslavia may be t:e flAa1 destination of tﬁe goods,

|

U.5.S.R, . | |

76, Generally speaking U.S.I.A. Joes much more trade with
the Satellites than with the U.S.S.R.:
no global agreement.

itself, with which it has

| |

7. However, the U.S5.5.R, places’a certain number of orders

. l |
wits U.S.I.A. Concerns, mainly for cables, steel ropes, cement

. . oo .| |
ernd a certain quantity of precision instruments. These orders

. . . o l .
gre always given immediate priority over all othier work.‘

|
; |
I 8. On the other hand. the U.S, S[R will usually step in and

|
) itself supply top priority reqa¢remen%s of U.5.1.4A. Concérns if

U.S5.I.A, is unable to obtain taese elsewhere. Thus, it has
I delivered equipment for the petroleumllndustry, while many U.S.T.A
: Concerns have Soviet machinery. It also delivers s»e01al
steels., Once it even tried to dellver Donetz coal, whlch was

sold on the Austrian home market via %he INTRAC firm of ﬂOTEN

|
TURM. Tlowever, owing to excessive frelght charges, this scheme

I a |

. was found impracticable.

. | |

l 3
. : |
D, U,S,I.A./WEST TRADE

79. U.S.I.A, does a very considerable trade with the West,

This takes the form mainly of direct traﬂsactlons betweeé

U.5,1.4, Concerns and Western customers, effected over tb

Austrian clearing.

| o
i | | —
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80. The 2uying and Selling Agencies of the CA Departments
engage in Western trade to a far lesser extent, On the other
hand, the CCB to-day does no business whatsoever with the West,

Restrictions on Western Trade
81. With the exceptions next mentioned, the Soviets are

in no way opposed to this Western trade, As a matter of
cardinal policy, however, they have forbidden all trade with
Yugoslavia, and, except in very special cases, where permits

must first be obtained, with Spain, Greece and Turkey. They
have also forbidden tie export of certain goods to the West,

no matter how profitable their sale might be. These restricted
goods include all types of boring equipment and rails. Kecently
the Sovicts intervened to prevent an export of steel bottles to
the West, but finally gave w2y when the exporting Concern pointed
out that the stopping of the deal might prejudice its official
allocation of raw materials. There is no restricted list as
such, Bach case 1s dealt with on its merits, MCSCOW having

tae final say if the U,S.I.4. Director—General is not Qrepared

ke th ibili .
to take € responsibility i 50X1-HUM

T T ‘ T

; : J PR R — 3 : .
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E. PROCURINT OF RAW MATERIALS

The Principle of Refusal to Buy for the East

90. It is a common fallacy to Felleve that U,s.I A.iacts

as a procurement agent of raw materﬁals on behalf of tﬂe Eastern
Bloc, In p11n01ple U.S.I.4A., buys no strategic or oth?r materials
for the U,S.S,R. or its Satellltes.i Its attitude is Fhat it
exists to serve its own undertaklngs and not the Satel}ltes,

wiio should fend for themselves,

|

|

o1, Thus the Czechs to-day arf suffering from a §hortage

of pyrites for which they are prepared to pay premium erces.

y but

! U.S5.I.A. refused, even though it ha? a potential suppl%er (see
para.150below) .

They recently asked U,S.I.Ai. to helP them to obtain it

.
92, Slnllarly, in principle U S I,4, 1s not pruparea to
assist eastern procurement agents to deliver raw mater%als to
the Satcllites vise Austria, by grantlng the necessary export
licences. If procurement agents r?cuest this service U S.I.4,
refuses, offering to buy the materlals for its own Concerns but

usually at prices in which the procurvments agents are not

interested, |
Exceptions/

R A 29
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 JUSCHNEWTRALS | L s I
93. There are certaln exceptlons to this general principle.
One, whlch belongs to the past, is the role at one time played
by U.S.I, %. S so- called fprwafoyng agents, JUSCHNEWIRAYS, as
brocurement agent for the, Czechs. The latter bought corsiderable’
quantltlee of raw materlals v;a JUSCnNEWTRAwS waich sucgeeded
in obtaln ng the necessary export llcences from U,S,I,A, by
1dlsbulsln the deals in suoh 8 way that the Dlrector-General of
the CCB did not reoognlse their true pature when giving his
consent topmem. This was not, however, approved pOllcy.
JUSCHNEmeﬁ.S was acting on 1ts own initiative with the sole
object of earning money. When the Sqviets flnally discovered
'tqe extentkof this "illicit" ctraffic tney were extremely angry,
put an end‘to it 1mmed1ately, and sacked a number of the

offending JUSCHNEWTRA VS officials,

| |

: 1 | L P |
INIRAC i | |
94. Another exception to the general prlnolple is the
privileged pos1t10n which INTRAC has afhieved as a procuremen ‘
egent on behalf of the Satellites, with the assistance of‘U.S.I.A.
which prov1dee the export llcenccs. However, as indicated
above, these TETRAC procurement deals are only tolerated gs g
result of pressuro from MOSCOW, which 15 anxious 1o see INZRAC
earning monles for the KPOE. If it wgre not for tn 1is pressur
U.S.I.A, would definitely not assist in the deals, which are
largely agalnst its commercial 1nteresjs.

-,

1

Procurement for the U.S.T.A, Concerns . !

95. Thp procurement by U,S,I,A, of raw materials required
by its own Concerns is an extremely complex subJeot as a result
of the lack of orgarlsatlon of, and co- -ordination between, the

| / - ‘
96. Eaeh individual U,3.I,A, department or agency is solely
. . [ "”"""”’ = » ‘

agp?A, RS ooncerned/ 32
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concerned to further its own narrow interests, without con-
sidering the intercsts of U.S.I.A. as a whole, Each is
concerned to show a profit, or otherwise Justify its existence,
even at the expense of the others, There are constant
rivalries and fights between them, an irresponsible overlapping
of functions, and a complete lack of co-ordination. To

remedy this state of affairs the heads of departments ete.,

are summoned from time to time 1o meetings, at whic: they are
addressed by the Director-General or his Deputy on the impor-
tance of seorving the general interest, ctc., but these
admonitions have little or no effect,

The Procurement Agencies 1
v 97. The following U.S,I.A, agencies are competent to

brocure raw materipgls:-

a) the buying and selllng agencies ("Ein-~ und
Verkaufstellen") of the various main depart-
ments of U,S5,I.A,'s C4, which administer
the U.S,1.A, Concerns;

b) the CCB,
R ¢c) the Concerns themselves.
The CA Departments : : i

98. Each of the main CA Deoartments has its own buying

and sell;ng agency which, w1th the exceptlon of that belopging
to AUTOVLIO have their OfflCuS outplde the Trattnerhqﬁ The | ... ..,
reason fqr this is to fa0111tate traffic with customers, by
* avoiding the necessity for the latter to comply with the yery

. strict regulatlons s to passes etc; prevailing in thq'T;attggrf o

v hof, Thus, the buying and sellln agency of MARTEN (.letallurgy

> and Coal) is at Brucknerstxaﬁse 2; of ZEMENT (Building laterials)

* ‘ in the Argentlnlenstrassq, of LETEX {Ilght Industry) in the . . .. ... .

: Favorltenftrasse, of LESS (Aﬁrlculture) at Gusquuastggagg‘gg

etec., o i

99. |
. 1
ments arq
|

£
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Concerns, Strictly speaking they should confine their buying
ectivities to the Austrian hore market gs thneoretically the
CCB alone is competeni to dandle foreign trade. However, in

. practice this original concept is not strictly adhered to, and
on occasions these agencies buy abroad independently of the
CCB. In particular YARTEY, PODJOLIIK (Lachine Construction)
and to a lesser extent ZEHENT buy raw materials abroad as well
s on the home market,

100, These buying and selling agencies are not allowed to
build up reserves of raw waterials for their Concerns, They
are only entitled to buy current requirements, which means in
- principle #equirements for one quarter, or, with special per-
mission, fér two quarters, : oo
. v (They have to submit Quarterly statements and, if
’ : at the end of any quarter they have too large reserves
oL raw materials, they will sell off stocks, fre-
uently at a loss, and sometimes even buy them back
égain at higher prices a few days later. VIENNA
QealerS'not infrequently buy raw materials from one
U.5.I.4, ag ncy and sell theT at a profit to anﬂther).

101, ThF CA Departments are financed by a 10% commiss;on
received from their Concerns on all goqds sold., If a Depart-
ment's buyi#g and selling agency has nqt the funds available to
burchase an‘urgently reguired raw material, the CA Director-
General wil}, if he thinks fit, instruct the Soviet Military
Bank to mak? the funds availab;e.

| i
|
| 1

| : :
B The CCB. i SR B |k
‘ o i i ‘ | ¢ - | ;x
* . . “ } ., : P

» 102, Thgoretically the CCB alone is, competent to handle

- foreign trade,. Under this:par;icylar:function it used to act

as a QentralJbuying agency on bohalf of all the U.S.I.A, Con-
ceérns, and purchase large quantities of, ,raw materials (parti-
cularly copper and lead) in the West on, their behalf, As

repprted,aboye, since the summer of 1951 the CCB has given up
th%g bqying‘§unction, mainly becau§ebW22ﬁern controls beca?e $o

Ll L
- SECRET

: , | 3
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f i
efficient as to render it impracticable. To—day the CCB
buys no copper, lead, or any otaer raw material on behalf
of the Concerns in the West.

103, The CCB does, however, procure cdnsiderable
quantities of raw materials on behalf of the Concerne Trom
the East under its global barter ?greements with the
Satellites., Thus, all U.S.I,A," ? zinc requlrementslage
covered by Poland, all its pyrites requiremenesvby Bul%eria.
| ’ - I
Former CCB Suppllers |
104, In the days when the CCBIacted as a cen‘bra.l|

agency it relied mainly on a few ?ell ~tried suppllere.x

buylng

These included:- o o l

The HANDELSHAUS IAQLGRUBER, VIENNA
The WEINBAUN CONSORTIUM, FRANKFURT-am-iAIN
. . Eng. Theodor PETRINA
" Egon TOELDI who dellvered large quantltles 0¢ copper
and lead in 1948/49
METALIMPORI TRUST of ZURICH and PARIS
FRIGALIVENT INMPORT G.m,b q , ST, GALLEE Sw1tzerland

Some, if not all, of these procurﬁnent agents are probably stlll
in touch with U.S,I,A, Concer=s tqemselves, or the buylrg and
selling agencies of the CA Departments.

|

105. From the outset the 1nd1v1dPal U.s,I, A Concer?s\have

sought to cover their owr raw materlal requlrements d+rectly,

bypassing both their CA Departments and the CCB if they felt
- they could procure the materials op more favourable terms on

‘ |

The U,$.I.A, Concerns

their own, This practice contlnuﬁs to-day, and many of the
Concerns buy on their own, both on, the home market anq gbroad,

if they have the necessary connectlons and opportunltles. They
normally prefer to do this, as it glves them an opportunlty to
assert their 1ndependence vig- a—v1? the U,S.,I.A, ceatral

| At/

) . S .
ok Do TR ‘ : | :
e ' LI 5 S e
s - ; 2
MR : : . :

" : .

7 i
¢ e

agencies,
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_ ‘ 106, | At the moment there is an gcute shortage of schillings,
C with.thé result that both the CA Departments and the Concerns

: usqally‘%ave not the monigs;avgilab}e to buy the raw materials
! they require, If a Concern 1s buying directly and it hag

not the funds, it applies to the Soyiet Military Bank for
them, 1ihe latter will always refuge this application in the
first place., The matter is then rgferred to the CA Direcgtor-
General, who will instruct the Soviet ililitary Bank to make
the fundé available if he deems fit,

Eriority Considerations in the Procurement of Raw Materisls
107. ‘The following two factors are of paramount importance
in enlisting the CA Director—General;s intervention with the
Military Bank to obtain funds for rap materials:- .

- - &) proof that the rew materials are required for
o the fulfilment of a Soviet or other important
eastern order,

F

b) proof that, if the raw materials are not forth-
coming, the Concern involved will be forced to
s8top work or, possibly, to dismiss some of its
employees, [

Coverage of Raw liaterial Requircments
108, Despite these finacial and organisational difficulties,
U.S,I.A,.'s raw material requirements are almost always covered.

There have been no crises yet resulting in Concerns closing
dowh; reducing their staffs, or failipg to carry out important
eastern orders. When such crises threaten, the U.S.S.R, will
always step in as a last resort and'ayert them, A éﬁse,in
point was the supply of ships' plates by the U,S,S.R, to the
DDSG on an occasion when it was impossible to obtain them elsec-
where, and the reduction of staff, if not closing down of ship-
yerds, seemed inevitable, On enother occasion, in 1950, the
U.S.5.R. supplied casings to the SNV to overcome g temporary
crisis,

ead/ 2, /'/
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|
lead, etc.) are covered on the Austrian home market by pur-
chases mede, via.intermediaries, by the Concerns themselves or
the buying and selling agencies of their CA Departments, An
important exception is zinc, which, as stated above, comes

\
from Pcland.

|
i

-110. It'is difficult to estlmate the lead requlremepts
of the U.S.I.A, Concerns, as these vary greatly accordlng to

the orders placed with them, Recently large orders foF lead

cable have been placed by 1iIGSCOW, - d the annual reoulrﬁments
I

may be eéstimated at anything betweeq ten and twenty tnopsand

Lead

tons.,

E

. | ;_
lll, This lead is oopght exclusﬁvely on the Austrie ?ome
market. The main supplier is the QLEIBERGE BERQWERKUH}C%A
(BBU), Carinthis. ‘ﬂThe main intermediary procurement agent
is Engineer Otto PLOSS of VIENNA, who has Supplled thoupends
of tons of lead over the past four yFars. His offlclal ;ob
is proprietor of a car repai. workshop The lead is obtalned
by various Austrian firms, with the 5551stance of U.S, ‘F 1 )
buying up lead scrap andsendlng it to the BBU 1n Carlntpla
for processing. As a lesult of secret arrangements w1th Ats
directors the BBU returns more procered lead Hhan the prﬁglnul o
scrap supplled Payment is made in SChllllngS.l The oontrqct —
is made between U,S,I,A. and the BBUr the former flgurlng s
the dellverer of the scrap bought up by the 1ntermed1arT

| |
Lo i
|

’I
|
112, The annual oopper requlreme?ts of U, S, lTA CE& ~$A§W‘f.'riml
may be estlmated at between 4, 5 and ? thousend tons, w?h%:g S | AL

main suppller is the BRIXLEGG copper process1ng works %q e
Tirol, Georg ZUGnAYLR & stMNE of W%LDEGG also] %upply a small

quantlty. There is no maln 1ntorme?18ry procurement aﬁent
but dozens of them, wh

e |

P

dini t 1s not even known to
18 M
[ !

| m**su
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They turn up from time to tlme and state tuat they

are in a p081t10n to divert a dellvery of, say, 120 tons,fron

L.
BRIXLEGG to Western Germany. Anoth@r source of copper is the

|
purchase, via 1ntermed1ar1es, of a part of the official allo—

cations of copper to so-called reputable West Austrian Concerns 50X1-HUM

1
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G, THE U,S.I.A. RET..IL STOR.S

Disppsal hgency of U,S,I.A.'s Barter Goods |

131, The number of U .S5,.1.4, Retall Stores is st11l steadily
rising, The reason for their alpo st mushroom appearance is
thet to-day they offer almost the only possibility for dis-
posing of U,5.I.A.'s barter goods and thereby for egrnlng
Austrian schillings, AS 1nd1cated above, the Austr%an firms
which U,S,I.A, formerly used for dlsp081ng of its barter goods
have recently been largely scared off by Austrian police action,

The Central Direction of the Storés
132, The Central Direction of the Retail Stores is the
U.5.I.A, agency "ORT", which has 1ts offices in the Favor1ten—
strasse, and is dlrectly subordlnate to the Ci. TheoretlcallJ
ORT exists to look after the needﬁ of U,S.I.4, workers and
employees. However, as is well- lﬁnown, any Austrian can buy
to-day at a U.S.I.A, Retail Store,

Fre:g/ ‘//
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Free Import of Foodstuffs ;.
133, In addition to the U.S.I.A. barter .goods bought
from the CCB, the .c:tail Stores import considerable quan-
tities of foodstuffs (Portuguese sardines, oranges, etc.)’
irom abroad via ORT, The CCB automatically frees these
imports without charging ary commission for its services,

The "WKUS" Stores

| "
134, In addition to the ORT Retail Stores, the buying
-and selling agency of the Foodstuffs Department of the CA
("WKUS") has g ceftain number of shops, which are also
intended to supply the needs of U.q.I.A. workers and
employees, Originally WKUS had about twelve of these
shops, but to-day they are gradual%y being closed down,
Their goods have always been slight;y more expensive than
those of the ORT Retail Stores, T

, |
135, The theoretic function of [iKUS is to buy any
foodstuffs which U.5.T.A, may require, and also to buy
end sell on behalf of certain of the U,S,I.A, soap factories,
the supervision of which is divided, between WiUS and KRASKA
(the Chemical Department). Howeve;, as noted above, ORT
elso buys foodstuffs on behalf of its Retail Stores, On
the other hand, any offers of foodstuffs which reach the
CCB are automatically handed on to WKUS and not to ORT.

-,

Difficulty of Disposing of Certain Goods
136. Considerable difficulty is experienced in disposing
of certain of U,3.I.A.'s varter goods via the Retail Stores,
owing to thé difficulty of passing off goods, clearly of

foreign manufacture, as U,3.I.4, products, These diffi-
culties are always uppermost in the minds of the CCB
negotiators when settling the barterlgoods which their
Satellite customers are to deliver upder the global barter
- agreements, Goods WhichAare most difficult to dispose of

- B incﬂude;/ ?éz
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include: cameras, typewriters, calculating machines, etc,
These come largely from the D.D.R. Goods which are com-
paratively easy to _.ispose of, and which come mainly from
Hungary, are textiles, shoes, sweets, etc,

H, I4F U,S,I.A. CONCERNS

The Political Aspect

137, In any attempt to assess Soviet administration of the
U.S5.I.A, Concerns it is essential to realise the importance
which the Soviets attach to presenting them to the wofld as
models of superior Communist methods and principle.

138. There must be no unemployed in U.3.I.A. Concerns,
no strikes or other labour troubles, The U.S.I.A. worker
or employee must be given the feeling that he is better off
than his comrades in non-U,S,I,A, firms, Either he must be
better paid, or receive greater amenities in the form:of
cheap goods to be bought in the Retail Stores, etc. No
matter how unprofitable a Concern may be, it must neither
close down, nor dismiss any of its staff, In no circﬁm-

Stances must situations arise where a stoppage of work

i | | .
i R

becoiles inevitable,

139, In p01nt of fact it is alqost certaln that, tgken
h es a whole, U,S5,I,A, runs at a lossp and that from time to time
, MOSCOW must step in to provide fundF or materla;s to keep the
- Concerns going. The 1mportant p01nt is that to date HOGCOW !
* has alweys been prepared to do thls .in order to keep allve

ne flctlon of U, S I.A,°s superlorlty.

: [
towards U.S I

Future éoviet Pol;c

140, lAt the end of L950 tne the? Director- Generalqu the e e
1nformed one of his senior ass;stanta : e e

CCB, SEVCHENKO (fvu)
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in strictest confidence that he must accustom himself to the
idea of having to liquidate U,S.I.A. and to leave Austria,

141, Since then there has not been the slightest indi-
cation that the Soviets are entertaining any ideas of giving
up U,S.I.A. On the contrary, the general aittitude of the
senior Soviet U,S.I.A. officials has been, and is, that
U.S.I,4, is g permanency,

142, This general attitude may be seen in:-

a) the manner in which the Soviet officials laugh
if there is ever any talk of a possible Austrian
Treaty,

b) remarks dropped from time to time concerning
future activities and plans, which reveal that
tne Soviet officials are corsidering situations
several years hence;

¢) the reorganisation of the CCB in 1951 with +the
engagement of additional Soviet staff, and recent
remarks that the change and development of the
CCB's function over the past year has necessi-
tated a further reorganisagtion this coming winter;

d) the definite concern which the senior Soviet
officials have shown to avoid the worst viola-
tions of Austrian law, and consequent friction
with the Austrian Authorities, by Suppressing
those illicit practices (no matter how profitable
they have been to U.S.I,A,) which have most
irritated the Austrians;

e) the granting from time to time of requcsts for
new machinery, etc,, submitted by various Concerns
to the Ca; :

) f) the absence of any suggestion of handing back
‘ Certein of the U.S.I.A, Concerns to the Austrians,
and barticularly those running at g loss,

e . oo |

143, It is frequently stated that the ruthless menner in
waich the Soviets Seek to exploit some of the U.S.I.A, Concexmns
(and particularly the SMV), is an indigation that their funda-
mental policy is to obtain the maximum, out of them in the
shortes?ﬁt#me, before handing them back to Austria, It should
be stresseq, however, that the attempt to obtain maximum ﬁesults

: : lthe/'-/y
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in the shortest possible time is the guiding pr1n01nle of

all Soviet policy and methods to-day. In the U.S.S P itsels
this same exploitai .n will be found the objective b élng ‘

to get the maximum out of everyb odi and everythlng, rﬁgardleso

of effects on the future, It is equally to be found in the
Satellite countries, In brief, it would be a mlstaké to .
conclude that any ruthless exp101tétlon of the U,S.I A Concerns
necessarily means that the Zoviets are trying to "d68401l"

them before handing them back.

The Most Important U,3.1.4A, Concerns
144, In Soviet eyes the most 1mportent U.S.I.A. Concerns

are those which supply the East, iThese include:-

J. M, VOITH
WIENER KABEL UND METALLWERKE
ARILDEE DRALZT UND . AEZIWERKE
EGYDIER STAJL UND INDUSTIRIEZ WERKE A.G,
YBEBSSTAHIWEN L DER GEBRULDYER BOHLER & Co.
(The last two are of particular importarce
as suppliers of steel rope to WISLUTH A.G.)
MANNESKAL-TRAUZL 4.G. (Boring equirnment for Roumanja)
WIDNDR BRUCKENEAU- U, "EISBFKONSTRUKTIONS . GJ (Crancs,
etc. for ?;Land)
OESTERREICIISC-E AUTOMODITFABRIK 4.G. Lorrleu for Bulgzis)
RAXWERKE G.m.b.H., (Waggons and tank waggons for the qut)
GOERTZ WERKE (Tre0151on 1nstrumen+s for the Q.S.S.R )
OSRAM WERK. (Lemps, etc. for Poland)
AEG-UNION bTEthI7IFnETSG+S?LLSCd“FT |
SIEIENS-SCHUCKERTWERKE 4.6, |
WAGHER-BIRO | |
HIAG-WERKE ; |
DONAU CHEMIE A,G, i ‘
The DDSG and SMV | .
. 145, Both the DDSG and SMV areinaturally also of l eat
importance to the Sovieis. However, although theoretlcally
subordinate to the Director-Gencrai of the CA, they both enjoy

almost complete autonomy, and are consequently not re%arded as
[

)
|

146, Within the C. there are various main Departments under
‘ which/ /é{’/

ordinary U.S.I.A, Concerns,

Administration of the Concerns

- ‘ : ,!
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which the U.3.I.A. Concerns are grouped. These Depertments
edminister the Concerns subordinate to them, the Directgr-
General of each Cor.ern being directly responsible to the
l.ead of his appropriate CA Departmeqt.

|
147, There are, however, a few éoncerns which have Eeen
made direetly subordinate to the Cbé These include:-‘ '

|

a) EISEN UND STAYL A.Z. (uSTAC) and its subsidiary
HENHAPEL HEINE EISEN UND EISENWARE! GROSS-
JADIUNG A.G.; |

b) the VILNNA represent atlon of RAABKARCIER Coal;

. ¢) various depdts such as LN”LRS" LD and Tu:.ﬁao RN-
GASSE 53, .

: .
All "free market" imports pass through the latter.
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